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INTRODUCTION 


The determination of the military departments to manage 




















their supply systems in a businesee-llke manner in the perio’ since 
1947 bas been characterized Ly a willingness to experiment -. to 
@xplore all avenues that misht lead to more effective supoly 
managwement. The principal problem of military sup ly manacsement 
May be stated as follows: it ie to ap raise ane sortrol the cost 
Without impairing the actility to supply, on time and in the re- 
quiree quantities. Its solution requires that the supply manager 
examine his onerations continuously in terma of how soot 1a the 


product or service, and how efficiently is it being done. The 





| ®mphasis in the military has traditionally been placed on thes 





@ffectiveness of supply operations rather than on the coat to 

|| Supply -- to make material availiable wher and wiere needed. 
Pkwsuetry, on the other hand, ile compelleé to evaluate its manage- 
|} ment in terms of cost. The military emphasis on Supplying con- 
Sumer units, sometines at a high sost, is, of couree, a moral 
mecessity. rallure to supply troops with needed weapons and 
Quipment can result in disaster. In business the penalty for 
failure is bankruptcy, an undesirable erd but far less extreme 


han defeat in ecotbat. 
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indiviiuals responsible for manazin, a ailitary supply 


























System therefore tend to resist the imposition of a businessaan's 
preoccupation with costs upon a sayrten ti-at is ;0verned by con- 
siderations other tnan cost, Yet, these same individualn 
recosnize that inefficiency and waste cannot be tolerated by a 
military service. Indeed, inefficiencies in mllitary supply are 
Of more concern to the ration than wasteful business practices, 
because the ullitary's supply reuulrements represent such a large 
portion of the total national resources, 

That it 4s possible to appraise ani control the coat to 
BUupply without impairing the ability to supply is apparent. In 
general, the militar, departments have adavted or are adapting 
Go their needs the controls, financial techni:.ues, and points of 
whew that have enabled successful businesses to operate effrie 
CGiertly. ‘Sone of tie concepts thet have teen applied are: 
Gomprehensaive commodity manarenent using sumriary financial data, 
funcing in accordance with deeision responsibility, and financial 
property accounting. ihese are permanent and d@sirablie features 
Of military supply sanasemernt. ihe degree of detali to which 
financial controls should be apnlied in a allitary organization 
ie matter for continual review. Too much control can be as un- 
desirabie as too little. In this comnection, studies are currente 
ay under way on the subject of furtoer extension of stouk funds 
_&mé consumer funding. “oreover, tools like financial inventory 

|} @@counting need to be sharpened, and supply mwanarers need to 

more sophisticated in the use of such data for manasement 


purposes if they are to ald glsnifieantly in the decision-making 
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2 
process. “hile further extension is indicated in soue areas, ther 
ie evidence to susgesi that financial inventory accounting and 
reporting and other financial manasement techni:ues may need to be 
simplified in certain areas. 

In the period since 1947, there tas veen much discuseaion 
of the desirability of intesratiny; the common supply funetions of 
the military departments and eliminating the duplleations that 
necessarily exist when the sililtary departments procure, stock, 
and issue a1] the itema required for thelr own support. COriticisn 
ef these duplications by the vonsresea, the Hoover cComalesion, and 
the press bas focused special attention on the comzion-use catee 
gories, such as rood, textiles, petroleum, medical supplies, ar’ 
Similiar comgodities more or leso common to the military services 
and the civilian economy. ‘this presaure from outside the 
pepartuent of Defense, to sliminate the duplications, is reflected 
in the thinkin; of the proponents of the so-called “fourth service 
of Supply." ‘They would remove these commoneuse, civillanetype 
items frou the allitary departments and place them under a 
@eparate civilianemanaved administration, The saue pressures 
brought about the passase of the "Act Establishing the “ederal 
Vataloging and Standardization Programs” under which all military 
items were to be standardized to the maximum extent poseible and 
H6G5inned rederal otock Numbers. The proponents of thie Act 


@pparentiy were of the iapression, ae indicated cy hearings before 





@nd after paseare of the 4ct, thut identifiesation of the duplica- 
tions was tantamount to automatic elimination of them. Finelly, 
pressures froa without produced counter-measures by the mlile 


departments and the Department of Defense, such ag: the 
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A 
Single Manager Frovran, which consolidated the commoneuse cate- 
gories under single managers within the Department of befense; the 


Single Department Procurement Prosream, which corsolidated the 


| 

| 

| 

| purchase of certain common itema; and tne Interservice supply 
Support frogram, which sought to mitigate any duplications that 

| @Maght exist by providing for interchanue of ussets amons the 
services to prevent concurrent buyin; and selling. 

| The scone and purpose of this puper is to analyze and 
evaluate the operations of the four Vommodity Ginsle Manasers that 


| were established three to four years ago -- the examination veiling 


Limited to a narrov perapective of: current deficiencies, sisnifi- 
Gant actievements, and savings to the Yovernment. Finaliy, brief 
Sonsideration will be given to Studies of the armed Forces Supply 
| Gupport Center which led to the recent assaicnnent of tyvo new 
| vommodity -ingle Manavers. 

ihe tine avaliaule for the preparation of thie paper pre- 
@luces 3 mores conmpretensive and detalled treatment of tre subject 


| matter. VJonsequently, only the most important aspects have teen 


| @@lected for discussion, ani a sincere attempt has been made to 








present o brie? unbiased analysis and evaluation. The opinions 


@xpressed herein are personal und in no way reflect the official 








Opiniows of any of the cervices or the Devartment of Defense. 


Chapter II opens the discussion with some of the sacksroun 





and high dights of the bingle Manager for medical supplies. 
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TH. MILITARY MEDICAL SUPPLY AGGNCY 


-- Tne procurement of nedical 





Supplies, prior to ani during Yorld tar Il, was concentrated in 
three military purc asins offices: one Navy office located in 
Brooklyn, NK. Y. and two army offices located in ew York City and 
St. Louis, Mo. In 1945, following the recomnendations of the 


UHAPTIN II 


Draper=trauss Study, a concerted effort was initisted toward the 


| 
development of a joint ard coordinated procurement office.+ As a 
Pesulit of this effort, the army-Ravy Medical Procurement ‘iffice 
was estaclished in December 1945. .his Office was Jointly staffed 
| with Aray and havy versonnel and besan an intensive mission 
| towards joint procurement, development of common specifications, 
| consolidation of inspection, and uniform industrial mobilization 
plenning. In June 1949, the Aaray-Navy stedical Froacurenent office 
Was reorgenized under 4 Trij#Partite Directorate and became known 
@6 the arwed vervicers Medica: Procuremert Aseney, a centralized 
procurement activity for all medical eupplies of the arzned Forces, 


Procurenent, cataloginz, an? industrial mocllisation planning, 


however, continued to be the primary functions and achievements 
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6 
Of this unified Avency. Functions of inventory management, finan- 
@ial control, determination of requirements and distribution of 
material remained the resronsivility of easi. individual service. 
The first Hoover Jommission in 1949 recomended a complete 


Unification of all sivilian and «zallitary medical services of the 

























Ppederal jovernment, including supply activities. Action was never 
t@ken to place this recomuendation into effect. In 1955, the 
Second Hoover Joumission stated that, “coordinated procurement of 
medical supplies is an effective method” but criticises the lack 
Of progress bein, made toward the development of intezrated storag 
and diatribution in the medical uwupply ares, 

in further Laplementation of a relatively new concept to 
promote increased esonomies in the utiiizsation of manpover, materi 
and services, the Department of Defense iasued Directive 5160.16 


on May 4, 1956 which degienated the secretary of the Navy as the 


the “Military Medical Supply Acency (44) began operations as 
Wholesale aupply manazement of medical and dental material for the 
Armed Forces. MMSA in apecifisally charged with (1) providing 

the most effective and tconoaical nears of supplyin; medical 
material to the Arned Services and (2) elininatins duplication and 
overiappins of effort between and umonz the military services, 


—recosnizin- that the primary mission is to effectively support the 


military effort of the country. 





erearte, Recenber — 


It: a vonzeress, House, Subcomslitteo of the vonmittee on 
| peel Operation, leartn: : | 4 te 
H Leg? einzle Manarver Amene Les » Soth CONS. » lst SOBSs » 1959, 
| yaa ‘Cited merwad ter asp Houce subcomalttese on Government 

|| Operations, : 

















Single Manager for Medical and Dental Material. On dunuary 1, 1957, 
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7 
Ormanigation. -- she oecratary of the Navy aasisned 


| management control of Miva to the chief, Jsureau of Supplies and 





e@ounts and specified that the agency be headed by a Naval Supply 
Corps Officer as Executive PVirector, The agenvy oserated under 


the teotmmical control of the jureau of Jedicine and Jurgery, the 


Coordination Committees which is composed of one representative 
from eact of the three Surgeons General. The Office of Naval 
Material determines veneral policies concernin; materlais. Ttree 
ABsistant secretaries of Defense: Supply and Locristics, Health 
and Medical, and Conptrolier, have various policy control 
intereats. 

The internsl headquarters orgeénlazetion of lua 1s shown 
by Chart I on page @ and consists of alx major departments, Three 
of the departments, Purchase, Stock Control, and Technical, 
ee@nstitute the operating fTleld. The remaining three depurtmente, 
S¥Gtea rlanmnins, YJomctroller, and Adminiatrative Cervices are 


, d 
concerned primarily with administration. * 


The Department of 
Defense reguires thet the 4zency be atarfed with alliteary peraonnel 
from all services. In addition, 1t specifies that “key military 
BtarYr positions subordinate to the Lxecutive Director shall be 
Sucject to rotation on a perlodic basis among the mliitary services 
@@ asreed to by the Single lianizger and the Secretaries of the 


4 


Other military departments.” These DOD reuuiremente have besn 








jatter receiving advice from the srred -ervices ‘ledical Jaterial 
J esrrtea out in ws manner consistent with 3goml susinese and organi- 


|| @20ioneal practices, takin; into consideration the specialities and 


4*tpid., DDe Lat 48, 
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CHART I 








| | 9 


| backgrounds of the officers assigned to the Asency by the services. 
| 
Se far the caliber of ansixsned officers hae been exceptionally 
hish and MMSA has experienced no difficulty in assigning the 


Pepartment Head cillets resardiens of varent sorvices.- 


Unresoived rroblegs. -- *hile MMSA is regarded as the 


“model” single manager agency anid many unforeseen onstacles have 
been aptly resolved during three years of operation, tne following 
problems currently exist and require resolution. 

Deficiencies and Priorities During Moollization. --= The 
Shortage of medical asterial that would be required in the early 
phases of mobilization is a real concern to MwA and the military 
services. Sach military service furnishes slica a total reuuire- 
ment of materiale for mobilisation which ineludes a diatinet 
Gatezgory of specific materials, The specifle mobilization material 
requiremert represents the medical ssteriai needed by each of the 
Military medical services for apecific programs and projects which 
have peen set up to support the stratesic operation plans of the 
Military derartments, Upon establishment of Mica, each military 
service contributed 311 gecdical material uhish it had earmarked 
for the programs and projects in the espeeifisc mobilization 
material requirements, ‘these asseta were capitalised into the 
Navy Stock Fund and an administrative procedure created an obliga- 


tion for eaci: department equal to its contribution, 84.A 


upon specific approval of the department concerned. after the 


initial capitalization, Jia planned to eliminate deficlences in 






guaranteed the integrity of these assets and coul? use them only 
| 





| 
| 
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Specific mobilization material requirements through the use of 
| unreserved on-hand aseets and with new procurement as funds becane 
available, Deficiencies st1lll exist and it is now doubtful if any 
fignificant amount of unreserved assets ill be generated. 4a 
coneideractle expenditure will be necessary to procure these 
| deficient materiais. 
| Stil] another @efichenoy exists in the general mobiliza- 
tion requirements which creates an even greater proviem -= “ho 


git 
a 


gets how much of the insufficient assets shis a&leo ineludes the 
Allocation of limited receipts of sedical miterini from sources 
ef procurement during tne early phases of moviliszation, Unlesa a 


System of priorities are estaciished and approved, available 
p 


Without any regard to the operationai requirements of the military 
Bervices. It is understood that this proclem bus veen referred to 
the Office of the Secretary of Defense for resolution and the Join 
Ghiefs of Staff are now developing a system of priorities and 
@liocations for use during mob&tlization. © 


Central Proeurenent ani Gtoek Control of Low Dollar/Low 















: 

| 

material vill be tesaued on a "first come-first served" basis 
| 

| Usase iteus, -~- MMUA ils responsible for the central procurement 
: 


@nd atock control of spproximately 6,000 items. he total annual 





Customer demand for auny of these is low in both usase and value. 


| About 1,500 itemgs couprise Gls of tie total customer demand. A 


nt study by one of the services shoved that ite largest 

|| 

|| retail activity had replenishablie sates on only 2,350 Ilia stock 
if 

items with the dollar value of 1,149 of tiese ltems bein; leas 


| 


Stbig., pp. 19-20. 
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12 
| than §25 per item. These 1,149 low value items represented only 


Ti 
| 1% of the dollar value of total annual replenishable sales of MMLA 


a items, 7 
This segmentation of inventory is one of the moat frultful 
| @Peas for analysis and posalibie improvement. It haa veen siven 
Such descriptive titlea as the “A - 3 -C," the “Hi Valuelo Valu," 
er the "Diamonds and fopeorn" of inventory control. ‘Oy any name, 
4t suggests that the few items with the large dollar activity make 
up an attrative area for the reduction of inventory. Also, that 
the many items with omall dollar activity make an equally attrace- 


R 
tive area for the reduction of paper work and centrol.” <A detailed 


With a view toward the assisnment of additional stoak items ta 
local customer procurement. vonsideration ahould necessarily ve 


given as to whether stock items are mobilization/combat essential, 


) of if they have certain characteristlies which preclude customer 


procurenent. 


Officer Personnel “trensth and Trainings -= The MMA 
officer vsersornel allowance has steadily decreased since activatio 


of the agency. Some concern has ceen voleed over the reduction 


@nalysis of MMGA inventory usece distribution 1s deemed appropriate 
| 
| 


| Of military officers from 68 to 44; and, thet such austerity may 


) 
| 
| 


affect peacetine incentive for ecarcer officers and jeopardize 
@xpansion in time of war. Such opinions sugsest that a special 


training program covering medical supply funetions be established 





TIbide, PP. 27-28. 


Ls By BVert \eleh, Corporate Vonsultant, Minnespolis-loneywell 
'Kegulator Company, Talk before the Navy Graduate Comptrollership 
Glase, George *ashington University, “ashington, 5.C.e, february 25, 
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L2 
Within M44 to secomodate all of the military services. It is 
interesting to note here a reply prepared by dear admiral 
We le Knickerbocker, the Executive Director, Mla, on Hay G, 1959 
to a questionnaire of the Military Operations Subcounmittee: 
sueation: If your asency had to expand for emer 
geney conditions now, could any quartermaster or 
aupply corps officer of any of the servicea fit into 
the organization quickly and easily? 
Reply: Subject to the individual backround, 
experience and functional proficiency; Supply Corps 
Officers of the Navy and Marine Corps, Medical 
Sarvice Jorps Officers of the Army... Havy, and 
e « e Air Force could fit into the organisation 
quickly and eaaily.9 
Stosk Fund Procedures Are Neatricted. -- A final problem 
ig associated with the manner in which the °DlcA prograz is fumded 
under the Navy Stock Fund. «at pregent, the Navy Stock Fund cone 
Sists of one separate sub-head for Single (anager “edilcal ‘aterlal 
and another separate susehead for all other Navy prograns. The 
Secretary of the Navy has the authority to transfer funda between 
subeheads when, in his diseretion, the effective manasement of the 
over-all Kavy programs require such action. «urtvuer, cash 
realized through the gale of medical waterial it earemarked for 
return to the medical portion of the bavy Stock Fund, tut is 
Withheld pending; furtier re-apportionment., vnat is needed ia a 
return to the basic "revolving" coneept of atock funding, afford-~ 
ing MMOGA the ability to re-invest casi. realized throush sales in 
such @ manner as to best seet the olanned needs of the Services, 


Gubject to over-all] limitations of the Denoartment of Defense. 





Navy dravedowns of single manazer sedicul reserve stocks, necessi-~ 


tated by limitations on oblisational and procurement authority, 





| SHouse Gubcommittes on Government Operations, M34(SMA) 
| Hearings, 1959, pp. 105-86. 
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have the ultimate effect of reducing the moullization potential 


of ali the services throush the unilateral action of the alngle 


Manager service. In snort, what appears to be desirable is an 
authority for the total replacement of losues of single manager 
medical material. The Services’ stovk funds will rot “revoive" 
properly in the mannor envisiored ir their initial conception 


until such time as these reatrictions »senerated tu; the apportion- 
ment procedures are eliminated, 2° 
Vulnerability of Stoscke and froducers. -- The agency head» 
quarters and the major commercial supplies are located in the 
Wew York area. In fact, New York, New Jersey, and rennesylvania 
together account for about 72@e of total military uedical procure. 
ment. “his concentration of medisal suppliers in the Northeast 
and the lack of protected storage for medical stocks in depota 
pose an acute problen of vulnerability.  Jlvil defense teats have 
repeatedly demonstrated that the bulk of the Nation's nedical 
Supply producers would be destroyed in the event of an eneony 
attack on thie country and, without dispersec anc protected 
atorafe, most of our existing stocks vould also be lost. The 


Bue@cutive Director of MAuA Ras meade vreeommendattions for relocation 


Unfortunately, funds have just not been avallable for tuia kind 









of dispersal. Due to the eritical inportance of medical supplies 


: 
: 
|) of survival iteas of stocks into senwe kind of proteetive storage. 
| | 
| 
in auch an emergency, it has been sugsested that MMSA should 





maintain a continuous ark: close relationship with the Office of 


| Givil and Defense Mobilization, not only for the purpose of 
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mmency, December 19% 
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ort on the Military Medical Suoply 
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| effecting measures to protect stored stocks, but also to asaure 


the immediate avallability of such atocks for civilian use in the 


event of emersency. “uch a relationship between MMoa and the 


| Office of Civil and Defense Molilization doer not exist at the 


| present tise. 


| 





Li 


BUMENLEa. -- a wide variety of taake 





has ceen achieved or undertaken during the short perio’ of 


exiatance of MMJA! 


1. The wholesale distribution syatem has been 
Streanilined and duplicate storage facilitics have 
been eliminated. 

2. Seven mecical supply stock points have veen 
disestablished, 

3. Supply effectiveness is averaginzs 97% and the 
stock turnover rate bas increased to about 4.9. 

4 A considerable reduction in personnel reculre- 
ments. 

5. A decrearne in storaye space in the amount 
of 754,000 square feet. 

6& fractically all erosshaulins hes been 
eliminated. 

7. A new gatalos of medical material, desisned 
for customer needs, has met with favorable response 
at &11 levels. 

8. Good prosress base been made in the atandardisa- 
tion and item reduction provram. 

9. Industrial preparedness on Keray, diasnostic, 
and treatment equiprent were devsiored as well as 
Plastic aubatitutes for critical material, 

10. The catalogs processing tine for newly 
Geveloped items bas weer reduced from 87 to 46 days. 

Li. Sixty-five Government inspectors for teating 
medical material have veen trained, 

ld, A svomprehensive inetore quality control 
manuel “vas prepared and distributed covering ine 
epection and satoracse oriteria for approximately 
6,000 items. 

13. Specificationa have seen prenared and sub 
mitted to prospective manufacturers for 2 proposed 
electronic daata processinz syaten. 

14. And, procurement processins time has been 
reduced from 60 to 45 days. 





lineuse Subeommittee on Government Operations , 


| MeM( sms) Hearings, 1959, pp. 156-57. 


12tbids, Pe 154, 


















at a a. i, 
a pm cenit 


—— — i — —-— 
ar as ¢ ee ol 


a 


—_— a «Sie Ww ae © To 





—_ 
iw —_ ‘oo 
— meg A Ama oom 
7) es 
— 1 Oe oe .; * 7 “ ~~ -&)\ 


r = = ————_ «& «= 
——— ne PA Se ° 


——mat a =— 


- rs 





—_ [= ~o-=— 
—_ « 1. 





im .» wi :7 an "ee 
- a) oe a. .. e — a 
- on i: “all _~ ——i 
-_— a af) = 





—_> i= > tae Fe 


(_<-< 7 ——e © 


LS 






estimated Annual savings to 


| | the Government. -- vertain 
| Amprovenent.o in the efficiency of nanasement srl operations can be 





| 

| 
haa 
i 


|| readily identified with a dollar value. for ineaetanse, Moa has 
| caused & grossa reduction of about 485 government personnel which 
| 4s equivalent to an estimated savin; of about (2.2 million per 
| year. There has alao been the reduction of 764,000 square feet 
of storacse space which accrues an annual savin: of about $390,000. 
| There are, however, other areas of sivznifleant savinss which cane 
| not ve tagged with any preclae collar vulue. Yransportntion ila 
such an area, where the integrated distribution syetem has eliminae 


ted crosshauls. another area, of leaser consequences, if in proe 





ment where the processing tine has teen reduced. In addition 
‘$6 Bavinss, one very important benefit is luproved service to the 
| gustomer. And @ithoush thie type of cenefit is real, 1t is ime 
possible to price-it-out with a dollar value, 
| The following chapter will analyze and diseusa the Agency 


| responeibie for the manazenent of allitary clothing and textiles. 














a bh _ 7 


—— 

line & dee 

a 
ee — moar 
tom et ge " "> 
—_ mms iJi_ —_— = =e me 
— or oe Pe nae eae) mel 
<( lane as ey ele Ty ad 
wr be ee 6 ake ee els a -—— 
am 6 V 2EEEERSe tie ———- 
Jt ee a en ait et vm, al 
i ene ce eo en om om 
_—nu ew! i Op! e129 — 
a”! mile et lin A 
— i uw —wi_eZiot, 22/2 uv, 1A. ‘in 7 ome 


—JI, yale & —m ae Le 


- i. ’ = oe =<‘ a” « 
































“a 


THE MILITARY CLOTHING aki) TEXTILE SUPPLY AGENCY 


stories] Gacksround. -- arly in 1945, the DrapereStrauas 





Gtudy reported potential savings in the clothing ant textile area 
if the military services would initiate more effective procure- 
sont. > Shortiy thereafter, an aray-Navy purchasing office waa 
established in New York vity to coordinate purchases of clothing 
anc textiles. This coordimation consisted largely of an exchange 
of information on warket prices/conditions, and informel agreements 
| Go allocate the output of common clothing and textliis items to 
epatiefy the needs of coth services for critivally short items 
| without disrupting the market. 

The Munitione Soard assigneé procurement reaponslbility fo 
gertain textile fabrics to the Army in 4Austuet 1950, Following 


objections by the Kavy, with “Army concurrence, the “iumitions Goard 


the fali of 1950, In June 1952, following oritictiams by 







guepended the assignment except for canvaa, duck, and webbing, in 
Congressional Jommittees and Investigative Groups, the Departaent 
; 
| 


of Defense establishes the Arasd Jervices Textile and apparel 


| ON ee a Ee Bon CPO ERE RTE EO RAE OO 


lnpaner and Strauss, on. cit. 
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Procurement Acsenoy (ASTAPA) aa a Joint arency of the three military 





| Gepartmonts, subject to the poltey direction ani control of the 


Munitions Bourc. The Department of Defense savisned aanagement 


eontrol of ASTAPA to the Department of the Army. Suodsequently, 

the Navy complained cefore the appropriations Comnlttees that 

| administrative costes for clothins and textiles vould be doubied 

| through the use of AUTAPs. VUongress failed to provide any funds 
for ASTAPA in the 1953 appropriation Act and the joint asency wan 
disestaolished in Leptenber 1955. The army continued to procure 
for the air Force and the Navy resumed seif-procurement. three 


depot systems for clothing and textiles continued to operate. 


On Hay 4, 1956, Department of Defense Directive 5160.15 


Military Jlothin, and Textiles. The Military Clothing and Textile 
Supply Agency (MGATSA) beszan operations on July 1, 1956 with a 
primary mission: to effectively and economically furnish wholesale 
Supply of designated clothins and textile saterlals to all the 


military services. 


ermanization. «= The Jlecretary of the aray assisned 


Minasement control of NCSTSA to tne ,uartermaster deneral of the 





| 
) 
| 
eseigned the Secretary of the saray as the single “Manager for 
| 
) 









|\armapy, Intermediate channels of command include the Deputy Chief 
| of Staff for Logistics and the sgsistant Secretary of the Army 


(Logistics).” the Sommanding veneral, vhiladelphiea wuarternaster 





Depet becans the Executive Glrector of (0&Tsa in a dual capacity 








“eles VONGYGRS , > eed committees on Government Operations, 








tary Supply “Manaceme: ele Manazer «sencies), 86th Uonge, 
3@906, 1959, lis ce. “Union calender hoe 2 7, De 22. 


Fiiouse wuboomaittee on Government Operations, 
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function which required special approval by the Deputy v-ecretary 
| 
| Of Defense since policy directives state that the ixecutive 
| 
d 


Director will have no other duties. 
The internal headsuarters organization of MO&TuA ls shown 


by Chart II on page 19 and consists of three major divisions: 


requirements and distribution, pure! asins, and inspection. The 
Philadelphia wuartermaster Depot furnishes extensive ataff and 
service support to MO&TSa, Directives issued by the Department 
of Defense specify that key wilitary staff pasitione subordinate 
to the Executive Director sanall be rotated among tiie services on 
& p@ériodic basis and, in addition, recuire that the azency be 


Btaffed with military personnel from all the services. 


Unresolved Probleme. -- vaéToA has grapded with many 


a@iffieult problema of interservice differences, faulty procurement 
practices, and cuestionable behavior in industry. Of the other 


commodity Single Manager Agencies, not 4& one has faced such a 


number and variety of problems. MC4&TSa hes survived and overcome 

many stumblinsblocks. The resolution of the followings probleme, 

however, will facliitate even greater ascomplisiments. 
xedistribution and Uredit for Local axceases. ~- Lach 


individual service must determine whether lecal excesses are 











Bervice-wide excesses, “hen redistribution ia appropriate, the 





owning military service has the authority and responsibility to 


Department of Defernae Directive $160.12, Policies for 


assitenments, (saahinston: 
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20 
perform the operation only within certain «eovraphical areas in 
the Jontinentsal Uso. Should redlatrisution beyond a geographica 
area be desirable, the ownini; military service must first ontain 
specific authority from Maison. this reutriction is imposed to 
prevent “joyriding” of supplies from one end of the country to the 
other. These duties and responsitilities cause each military 
eexrvice to establish central pointe of control for the redistribue 
tion of local excesses at tne retail level. 

A further conplication to the proviem is that the owning 
military service may not receive any etock fund credit upon return 
of excess materiai from the retali level to the wholesale level. 
Gucwetary criteria of the Bureau of the Uudset and the Pepartment 
of Defense permit Ml&Pus to grant monetary credit for the return 
of material only if 1% appears on a "need to buy" List. This re- 
Btrictive list consists of itema of material that owalosn plans to 


buy during the current Piseal perled. Consequently, large 





quantities of new and ueable clothing and textiie items are slttin; 
@n the shelves of many military basea because (N4TSA cannot grant 
any monetary credit for the return of items that are not in immedi 
ate demand. some military bases actuaily exceed their capsbility 
of storage because they are reluctant to turn in excess items of 
material without any credit when the very same itens ae7 be needed 
in succeeding fiscal years and thuea require the uss of badly neede 
funds. Such redistribution and credit policies contrast sharply 
With ail acceptable principles of ;ood business manasement and wil 
be resolved only upon M0&TGA performing the redietribution on a 
Single manager basis and srantinz monetary credit for a1] excess 


material deemed appropriate for retention,© 








6Department of Defense, Evaluation Revort on Military 
Clothing & Textile Supply Agency, (Washington! pecember 1958), 
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Channela of comaunication. -- It was noted previously unde 
organization that three layers of ataff and commant exist between 
the Single Manager ani the Cxecutive Uirector of liv&é T4A. Communl 
eations between the Department of Serense and MU&TSA are therefore 
filtered as they pass up ané down throuxzh these levels of command, 
Causing delays and distortion in the execution of policies and 
Girectives, For example, there is evidence of distorted guidance 
in development of retention criterta and in amplification of Armed 
Services Procurement Neguiations, « perennial burden and peril is 
@6necountered uhen MOk&TSs submits a budget that must underge an 
additional "triple review.” It appears that aray comauniecations 
of administration and supply nend to be separated from aingle 
manager communications with the latter utiligin,; more direct 


ghennels setween the Department of Defense and MOSLThA, This would 






not preclude intermediate levels of ceomaand from oricsinatin; tinel: 
communications that are really esrential for interpretation of 
implementation. / 

btandardigation and friorities. -- Gustomers, in submitting 
requisitions for supplies, must indicate the date that auch matertls 
is reculred at the ultimate destination. Studies reveai that 
G4ifferent customers use various methode to determine the recnuired 
date for supplies, Thus, it is impogsible ito obtain a truly 
accurate analyais or measurement of the shipping acency's effective- 
ness in neetins reculred dates, standardised rezgulations should 
be published so that nll customers will have & uniform basis from 


Which to classify requisitions as emergency or routine and from 





I SAA Rit Rie Bae, 


Trpaa., De 100. 
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which to determine realistic required dates. The problem of 
priorities in allocatin: limited material resources in peacetine 
and emergency conditions exist in a manner similar to that noted 
under the Medical Supply agency. Until prioritiss are established 
by the Department of Defense and the Joint Ghiefs of Staff, 
material will be iseaued on a “first come-first served" basia,© 

Unilateral Markups to si] Services’ Budget. -- Under 
current budseting procedures, Mo&TosaA suomits a budget that include 
programmed requirements of all the military services: army, havy, 
Air Force, and Marine Corpa. The budiet must underszo review by 
Beverai iuyers of: intermediate comumnds of tue Army veiore reach- 
ing the Department of Defense. The other three military services 
are not represented at these uniiuterai reviews, even though outs 
or revisions at thie jevel may vitally affect their programed 
everatiors. the budcet and fundins program that 4s finally 
approved may vary e#reatiy, and often does, from tle orisinal re~ 
quarements develoned oy Ml@Tba. “or examnle, MoeTha'a budget for 
fiscal year 1960 was subjected to two reviews and cuts before 
reaching the Department of Defense where it received a third 
review and cut.” ‘This unilateral markup of a cusgdrilateral budget 
ie a serious weakness that affects ail Sinwle Manaxzer Agencies to 
some extent. Farticipants from ail echeions shouid study this 
problema carefully to arrive at an intelilisent and manageable 


Solution. 








Braids, pd. 102-03. 
WIbids, De 106. 
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successfully weathered a difficult period of forming and develop-= 
ing ite organization and procedures to tandle a diverse group of 

inherited problems. <aAvhievements that have been accomplished or 

undertaken during this transition are: 

le. A consolidation of assets which persits hisher utililiza- 
tion of stocks on hand with a corresponding reduction of inven- 
tories has resulted in savinses of approximately 222 million to 
Gate. For example, purchases of only 4166.5 willion were projecte 
to meet estimated sales of $333.5 million durins fiseal year 1959. 

2. A sereening of excesses against requirements eliminates 
eoncurrent buying and sellin; of identical itexns of supplies. 

3. The number of inspection and testing facilities have 
been reduced from eleven to @izght which produces an annual 
gavinge of §1.5 million. 

4, Storage space has been reduced ty 3.8 million square 
feet which represents a 30% saving of space ant an annual savings 
of about $6.7 million. 

5. & Consolidation of distribution systems which practi-~ 
cal1y eliminates crogshauls and backhauls. Although this area is 
not labeled with a dollar estinate of savings, no one danies that 
transportation provides the largest sinsle area for aavings, 

6, The addition of 3,110 items to the commoreuse category 
has increased the number of itema used by more than one service 
by 78%. Sxamples of savings in this area of standardization 
include §3 million per year by the Air Foree's use of the aray 
work uniform and about $1 million per year through adoption of 


& common dress shoe last for all the military services. It is 
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24 
impractical to estimate over-all savings fron standardisation, but 
recent emphasis upon this area indicates that it provides a Tertii 
field for future savings. 

7e Frovessing time for vrecusitions has teen roduced from 
25 days to svovt j@ days, and lead tiue in erocurement hae dropped 
from 93 days to an average of 56 days. In addition, the procure- 
ment Gelinquency rete hea Ceclined from 17% in fiscal year 1957 
to 4% for fiscal year 1959. 

8. & vonnolidation of stock numbers where identical items 
were carried under 2ifferent stock nusthere by two or more services 
has resuited in more efficient inventory control, storage, and 
handiins. 

9. & high specd communication transselver syatem nak been 


adapted which faciliteies BSiack vontrol and expeditern Solloweup 


aAotlon. 
” & Hey 5 anid Ea fe , = 4s f 7 , ‘ , P a i . z ; 7 
$O¢ An Tat FOS AAMAG (fandom ace@aas Memory acasdunting) wars 
a. ~ oe yy a ™ b : ~ | vane A Ron ow wom, ee) ‘G77 >, Sea : 
in@taiied a) pleesa in oaratton In AGP to provide Jlaliy reports 


ef the “manayoment-bs-exgeption" tyne.* 


The next chavter is devoted to a discussion of the 
Military Subsistence Supply Agency, whish bre the responsibility 


for food aupplies within the Tevartment of Defense. 


= 








3 





ee ee FA A, a In NR Re N 


rouse gubeommittes on Government Operations, MSM(SMA) 
Hearings, 1959, poe 135376 
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CHADTEN iV 
tity ALLTGARY SuBsISLenCh SUPPLY AGuNvY 


Historica) sacwuround., -- centralized procurement and 
streamlined distribution of subrnistencs items dates back to 1941 
when the army established tie Guartermaaster saarxet Center System 
to buy carlots of fresh fruits end vexotabies, the system ex- 
PERUSE Src im LU4e segun puresasiug Grd storing perisnauies both 
for stateside and overseas use by the aray, Navy, and Marine Corps 
with the Navy administering the contracts. cex“inniug with the 
Korean crisis, full responsaivciliivy for wholesale procurement of 
both perishablies and nonperishables was assigned to the Department 
of the Aray. 

In November 1955, the Secretary of Defense made the first 


® 


ingie Manager assigniaent to the Department of the arnay for 
is 


a 


Subsistence, This conetituted « new concent for integrated supply 
management. The initial assignaernt directive was wodified sub- 
atarntially in May 1956 wher additional assignments were about to 
be made for cliothins ard medical suppliea. Valuable experience 


Was geived and & new fraaswork of policies evolved fron this first 


six monthe of sinzle manager operations, Tunis modification made 





= 





ay. 


Inepartment of Defense, Evaluation Report on the Military 
Subsistence Supply Azency, (Wasnlngton: vebruary 1959), vo. 8. 
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26 
4t a personal assiznnent to the Secretary of the army and estabe 
lished an operating agency, Military Subsistence Supply Agency 
(MSSA), with an Executive Director whose sole mission was to per- 
form procurement, inventory control, wholesale distribution, and 
Stock fund control of subsistence items for the military 


services.< 


Organization. -- The Executive Director of MSSA reports 
to the Secretary of the Army with three leveis of command and 
staff interposed: the Cuartermaster General, the Deputy Chief of 
Staff for Logistics, and the Assistant Secretary of the Army 
(Logistics). MSSa Headquarters, located in Chicazo, operates two 
Qlmost separate supply systems: ten market centers for perishable 
items comprise one eystem and five depots for nonperishables 
constitute the other system, The Armed Services Procurement Act 
(10 U.5.0. 2304 (a) 8) specifically exempts aubsistence items from 
procurement by formal advertising. <As a result, MiSs employs 
negotiated procurement by two methods -= a notice of intent to 
purchase and sisht buying of frean fruite and vegetables.” 

The internal headquarters organization of MSSA is sahown 
by Chart III on page 27. Purchasing, requirements and diatribu- 
tion, and inspection make up the three principal operating 
divisions with routine staff support coming from tne comptroller, 


administrative, and traffic divisions. «a special organizational 


“pepartaent of Defense Directive 5160.11, Commodi Single 

Ae ia: es Subs Le ce, (Washineton: May 3, 1956). 

Sestee Subcommittes on Government Operations, MSM(S: 
Hearings, 1959, pp. 67-81. 
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28 
arrangement employs four Branch Chiefe during one-fourth of their 
time as Technical Directors of the four different catezgoriea of 


supplies.4 


Criticisms and Problems. -- It was only logical for the 


area of food supplies to be the first for consideration in an 
integrated supply system for the military services. Ho other 
materials contain suck a hish degree of common use. Although 
oustomer reports on MSSA are, for the most part, favorable and 
the supply effectiveness for the aency has climbed to 99% on 
June 30, 1959, the following points reguire consideration if 
further efficiency and higher customer satisfaction 1a to be 
achieved. 

Gommand Control. «= The Office of the Secretary of Defense 
should withdraw froma a role of detailed supervision and asaume a 
role of review ard monitoring. In addition, other echelons of 
command maintain such meticulous supervision and control that the 
Executive Director must sunmit proposed actions to costly and 
duplicated levals of review. 8ased upon the performance of MSSA, 
it appears appropriate to adopt manasement by exception with 
pyramidal reports providing essential information to higher 
echelons of command. Penpartment of Defense Dirsctives should 
Slearly spell out that only basic policy chanseo or matters of 
Bisnificant impact require the aporoval of the Office of the 
Secretary of Defense. Operational controla over the Executive 


Director should be minimised. Since saubsiatence is a sneciallzed 








Anenartaent of Defense, Evaluation Report on the Militar; 
ttence Supoly Asency, (vashington: lebruary 1959), p. le. - 
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type of commodity and involves less than 1,900 line items, a dele~ 
gation of maximum authority will not necessarily establish a 
precedent that would require application to other oingle manager 
agencies.” 

Administrative Support. -— Criticisms have been made that 
M354 1s unable to obtain administrative support of its field 
activities from adjacent military installations, For example, the 
Military Subsistence Harket Venter at Columbia, South Carolina is 
currently provided administrative support by the General Depot in 
Atlanta, Georgia, even thoush & military Installation, rort Jackson 
exists in the immediate area of Columbia, South Uarolina, The 
following paragraph ie worth noting in this connection: 

fhe Secretary of each military department shall 


be responsible for the administrative support of all 
installations and activities under his jurisdiction, 
inclugins administrative supoort pequired to perforn 
those functions essizned by the vinile vaneacer.e “Mlile 
tary departments will furnish to the Single Manager 
complete data regarding administrative support costs 
incurred on the basis of missiona assizned by the 
Single Manager. Such data shall be compiled on a 
comparable basia and, a8 soon as practicable, derived 
from & uniform expense ciassification and related to 
budzet and apportionment requests.” (Italics mine.) 





The author is prone to interpret the above as authority 
for the Single Manager to assign the function of administrative 
support for MSSA activities to the closest military installation 
capable of providing this service. It then becomes the responsi- 
bility of the Secretary of the appropriate militery department to 


provide this assigned function. 





Ibid, PD. Sipe BS, 


SDepartaent of Defense Directive 5160.11, Commodity Sinsle 
Kasiznaent for Subsistence, (vashington: May 3, 1950), 
















nt a os) crn), enammnitn 


% —_ 
epquniatnn + nt z=. 
—~_ eal : — 


a) ee et wed etl @ —— 
—_, ~~! wwe ol ee | eet = 
i ee ee (mer mae 
— —— <oed or lee 
- —_ eee “=e 
st = 


we se ii <A ol 
-- oll hem trs ane omesh hema a FE Ss 
> iia 











oe 
























nn weal er — 
‘ 


————— = tts 4 —ie iw) = oa - 
‘4 , f A bee _ - 
: _ — aoe = Je 
wey : o 
r ee i... =e 
= | en — ia 
. — " Sun . 















30 

Disposition and Redistribution of Locsl Excesses., -- Joint 
Military Service Regulations, which implemented the Gingle Manager 
Ageignment for Subsistence, preseribe the procedures for the dis- 
position of excess nonnerishable stocks occurring at the retail 
level. The owning military service must redistrivute then anong 
4ts own retail activities within &@ prescribed seosraphieal area, 
Should thie be impossible, the owning nilitary service then 
reports the excess to MSSA who iesues redistribution inetructions 
based upon the knowledze of the overeall reeds of all the 
services within each seographisal area, As an example, suppose 
the Navy developed an excess stock of one item at Lincoln, Nebrask 
and the nearest naval activity, in the area, that nesds this item 
is in Chicaszo, Illinois; the Navy would then ship the excess of 
this item from Lincoln to Chicago, On the other hand, 1f the 
initial report of the exeess item had gone direst to M5OSA, it 
Might very well have been possible to redistribute the excesa of 
this item direct to an »ir FYoree activity in Omaha, Nebraska with 
@ considerable savinzs to the sovernmernt in the soat of transportae 
tion. It is understood that the Military Services have aszreed to 
& proposed changze in resulations to provide for this latter, more 
direct method, for the disposition of excess retail stock iteas.! 

Procurement by Commissaries, -- The financial arrangements 
and procurement practices of commissaries vary among the military 
services, havy commiasaries operate completely separate from 
troop-issue subsistence items, both organizsationally and finan- 


Glaily. And, with minor exceptions, the Navy atores do not 
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Mevartment on Defense, Evaluation Report on the Milita 
: Supvly Agency, (vashington: february 1959), pe ° 
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purchase subsistence items from M554, The Mavy adopted this 
practice primarily to minimize protests of loeal competitors who 
are quick to relay feelinzs of this nature direat to their 
Congressional representation in washington. Commissaries of the 
Army and Air Yorse finance their operations with a sincle stock-furnd 
segment which also ineludes troop-issve subsistence. It is bee 
lieved thet these sales to commissaries comprise a substantial 
portion of the total MSSA distribution. “Sinee aeparate reoords ar 
now being kept, it “111 soon be poseible to determine the exact 
volume of MSSA sales to commiesaries. Many feo! that comnissaries 
should have & maximum freedom of choice in sources of Supply with 
MSSA beinz considered aa juat another source which must cormpete 
with the prices of comaercial outleta,. Sinee no wniform policy 
exiats, it hss heen Suezeated that a foint military sroup undertak 
@ study and make recommendations to clarify the relationahip 
between “554 anc the Military Commissaries with the ultimate goal 
being a definitive and binding arrangement for subsaieternce supplle 
between tie two.” 

CJentralization of Recuirementa Computation. -~ Directives 
provide for each military service to compute ite retail item ree 
QOuirements by seographical Gistribution areas. MOA is reeponsibdl 
tO combine thess requirements and furnish the supplies necessary 
to fulfill these forecasts, In actual practice, the services 


“jm 4 


compute only their nonperishable requirements and “254 provides 





perishable items based on a centrelly prepared forecast. Prerishe 


avle items constitute about two-thirds of total sales. Zo some 








Stpids, pe 87. 
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extent, substitution and the ready avallability of perishables 
make this practice possible. It has been proposed that M3SA also 
Compute retall requirements for nonperishable items as soon as 
acouracy and timeliness of demand data has improved.” 

Consolidation of Inventory Control Centers. -- The Army 
central inventory control point is located near MohSA headquarters 
in Chicago, whereas, the Navy's is at Washington, D. C., and the 
Air Foroe's is at Marietta, Pennsylvania. Oriticism of this 
arrangement susgsests that a consolidation of these offices at M554 
headquartera would achieve savings in overhead, communications, 
and personnel, plus contributing to more uniform operations by the 
three military departments, +° in commenting on tne statement that 
ell three senters should be located tosether, General Hugh 
Mackintosh, Executive Director of MGSA, sald: "I think it would 


be desirabie. However, I have an appreciation that they alse have 


liaison in a different direction that might be less desirable if 
vil 


they were in Chicago. 


Savines. -- The implementa 





tion of the single munazer assicnment for subsistence was less 
dramatic than other single manager assignments because of the fewe 
chanses required in previous operating procedures, The creation 
Of MSSA merely provided additional supply management tools to an 


G@lready efficient Quartermaster Market Center system. These 





Mibide, pp» 38-89, 


OU 6Se s 5 te, House, Committee on Government Operations 
it: Supply Manazement (Sinzie Menazer Acensies), 86th Cong., 
iat fess, 1689, i Rept. 674, Union Calender No. SFT, pe 28. 






dineuse Subcommittee on Government Operations, MSA(GMA) 
>? g 1959, De 61. 
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32 
additional tools have enabled MSSA to streamline funetions and 
@liminate duplication as evidenced by tne followings specific 
achievenents:? 

1. Annual savings in the procurement of perlshables are 
estimated to be $1,577,000. These savinzs accrue from: an increase 
in carlot procurement through consolidation of the Services’ ree 
quirements, an initiation of mixed carlot shipments from stock 
eenters in lieu of smaller direct vendor ahipments, an improvement 
of satellization patterns, and an activation of sdditional distrie 
bution points. Lower unit costa and cheaper transportation rates 
comprise the majority of the savings. 

ee The use of the Navy cold storage plant at Cheatham 
Annex Depot for support of European forces saves about $723,000 
annually. 

4. Direct shipment by vendor to ports for nonperishable 
items destined for overseas 1s estimated to save €175,060 per 
annua through by-passing the Depot system, 

4, An over-jall annual savings of about $317,000 provided 
in equal proportions by the three vategorios of: consolidation of 
| Brand name nonperishables, shell et: procurement, and standardizae 
tion of export packinz materials and containers, 

5. MSSA alleges a reduction in personnel allowances from 
1,876 to 1,687 as of June 30, 1959 which is a sross saving of 189 
personnel, the equivalent of an estimated annusl savings of 
$1,039,000. An analysia of actual personnel euployed shows a 
ateady increase from 1,473 on June 30, 1956 to a hish of 1,742 on 
Jume 30, 1958. A decrease to 1,683 on June 30, 1959 produced a 





12Inid., pre 50-79. 
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34 
net reduction of 59 employed personnel, but only 4 less than the 
then authorized allowance. It appears that either the initial 
allowance of 1,876 billets was consicerably overstaffed, or the 
workload was aaterially decreased aince 134 villets (Aifference 
between 1,876 and peak employment of 1,742) were never occupied. 
On the basis of this analyaia, it is rather difficult to pinpoint 
precise benefits from reduced personnel allowances. It ise coneede 
that the reduction of 59 employed personnel is egual to about 
$325,000 per annua. 

6, There are other sixsnificant accomplishments which 
result in substential reductions in overhead coats and in improved 
service to customers. It is impossible to evéiuate these achleve-~ 
mente in terms of monetary gains, Illustrations in this area are: 

& Values of inventories declined 10% while the inventory 
turnover rate for perishables increased from 8:1 to better than 
igen, 

be Refined procurement practices through expanded use of 
the Automatic Data Processing Center in Richmond, Virzinia. 

Ce treat prosress in standardization and common use of 
items. Upon establishment of MSA only 450 items were common to 
&11 services. On Jume 50, 1959, common use items had increased 
to 798, An additional 675 items were beins used by either two or 
three services. Only 398 items remained in the cataloz for use by 


just one service, ** 


| The last of the fully implemented -- with some reservations — 
| comaodity single managera will be covered in the following chapter 


This 1a the Agency responsible for petroleum. 








pg bape of Defense, Evaluation Report on the Hilit 
te Bi aAhaKt (washineton: February 1959), pope 24-26. 





| Urata, PPe 65-656 
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OGHBPTinn V 


fHa MILITARY PSTROLAUM SUPPLY AGENCY 





torical Sacksround. -<~- Shortly after the beginning of 
World var Il, the Army-Navy Petroleum Soard was established to 
ecordinate the source and distribution of petroleum to U. 5. and 
Allied Forces, ‘This Board was reorganised in 1948 as the Armed 
Services Petroleum Hoard, which was renamed the Munitions Loard 
Petroleum Committee in 1949. The Office of the Assistant Secretar 
of Defense (Supply and Losietics) absorbed thiga latter comalttee 
in 1953 upon establishing the Vetroleum Logistics Division under 
Reorganisation Flan humber 6, Today the Fetroleun Lozisiies 
Division is mainly concerned with policies, procedures, and 
mobilization planning.+ 

iothins was cone to centralize the procurement of petrolew 
until 1945 when 2 Joint armyeNavy Petroleum Purchasing avency was 
formed fciloving the Draper} otrauss recomendations.= Thia 


Brougnt the petroleuu suyers toyether under one roof even though 


independent service procurement remained a normal practice. In 


BI pa 





1u.S., wag sreas, House, Committees on Government Operations 
iL1ii supoly iene veuent (ingle Mananer avencisa) 86th Conse, 
or 19 9, H. tept. 674, Union Calender No. 277, ppe 28-29, 









2praper and Straues, On. cit. 
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36 
1948 this Joint Agency was reorganized into the Armed Services 
Petroleun Purchasing Aveney (AGPPA) with a cherter under the 
National Security sat to procure cetroleum for the three military 
departments and to coordinate distribution. ASPrA was disestabe 
lished in 1956 upon the formation of the Military Petroleum 3upply 
Agency (MPSA) by the Secretary of the Navy who had received the 


Single manager assaisnment for petroleum, 


Deviation from Foiicies and Orsanization. -~ Cesartment 
of Defense Directive 5160.18 of July 24, 1956, Sinsle Manazer 
Assignment for retroleum, made exception to the normal concept of 
Gingle manager to the extent that wholesale stock ownernhiv and 
etock funding were specifically pronibited in the manazement 
control of cetroleum products. This deviation from established 
policies was considered justified by the characteristics of 
petroleum and the exceptional conditions encountered in the supply 
and distribution of this commodity by the wallitary devartments.? 
initially, the prenosed Department of Defense Directive contained 
inetrustions for MPSA to own Ali petroleun etock and to sell 
throuzh the usual stock fund arrancsements to the retall level of 
the services, A three-way split in service recommendations 
developed and a decision was made to sdopt the Air Foree position, 
Petroleum was considered too vital a commodity to be niaced more 
fully under single management. Consequently, the zgervices retain 
ownershinv of their wholesale satocks of petroleum producta, 

The axecutive Director of NPSi reports to the Seeretary 


of the Navy through the Chlef, Yureau of Supplies and Accounts 





Jpenartment or Defense Directive 5160.12, Policies for 
entation of Sinzle Manacer agencies, (vashington: January 31 
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| who exercises control over MDGs In mana sement, fiseal and adminis-~ 
| trative matters, Tine military chain-of-command from MPSA to the 
| Seeretary of the Navy is via the Commandant, Fotcmac River Naval 
Command and the Chief of Naval Operation. The headuuartersa of 
HPGA is located in vashington, Db. OC. Uf the 2i aiiltary orficers 
assisned to MPSA, 5 are Army, 6 ara Air Vorse, and 10 are Navy, 
Tne internal organiaation and functions are shovn by 
Shert IV on pase 38. Six major divisions: syatem plarming, 
manasenent planning and administrative, service cantracts, distri- 
bution, technical, and purchasing conatitute the operating 
Organization, Frocurement is the most important function of HPSA 
sinee the asency has no responsibility for determining net require 
ments, stock funding, wholesale stoex ownershin, and inventory 
@ontrol., MPSA ds Limited to a “coordinating” function in inventory 


management and distribution, 


Criticiams and Problems. -- During the three years of 


MPSA‘s operation, Department of Defense experts have studied the 
Asency on three different occasions. ‘hile it is a tribute to 
the Executive Director that the Agency has survived these studies, 
there are serious problems yet to be solved in the petroleum supply 
field. Perhaps the underlying cause of most of these problems is 
the reluctance of many military comasrnders to relinquish positive 
control over petroleum products. The feelinss of these commanders 
may be appreciated as indicated by the openings renarks of Rear 
Admiral O. P. Lattu, Executive Director of MeSA, before the House 
Subdommittee on Government Operations on May 26, 1959: 

Basic to an appreciation of the complexity of 


military petroleum logistics is an understanding of 
the unique neture of petroleum. O11 must be afforded 
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Special treatment. it 16 highly technical and poten- 
tially dangerous material. It is necessary that 
pergonnel asevigned the responsibility for ita care 
be specially trained. Ol1l.is an indispensable 
oommodity walsh is needed in trenendous gquantitias,. 
Our military communders may have all the men, planes, 
Ships, tanks and missiles necessary to accompilsn 
their missions, but they will certainly fail if they 
do not have the petroieum to move and sustain the 
attack. In short, the sobering truth is that petro- 
leum riponu ween Gan 2&ake or creak any military 
operation. 

Unaceconmplished Assignments. -- MPSA has implemented assigne 
responsibilities in varyins devzrees. Three asaisnments which have 
not been fully implemented cr where interpretation differs between: 
MPSA and the military departments that ahould be accomplished are:? 

1, xeceive and review petroleum mobilization requirenentsa 
for ali the military services, 

2. Periodically review and make recomuendations on bulk 
Storage recuirenenta. 

3, Coordinate a program for the positioning of mobiliza- 
tion reserves and operating atocka to minimise vulnerability in 
the event of eneay attack, 

Duplisations and Overlappins. «— Although mach bas bsen 
accomplished to eliminate duplicating and overlapping functions, 
Situations Go axiat in the continental U. 5. and in gome overseas 
areas that are not under the cloze control of a unified comaander 
which sontinue to be a problem, 

le The Armed Forces Supply Support Center (A*5sC) has 


undertaken functions which overlap several reanonsibtilities 





tHoQuse Subcommittee on Government Operationa, MSN( SMa) 


Hearinss, 1959, p. 188. 
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assigned to MPA in the area of inturservise supply supocrt. Dupli 


e@bted actions 41:4 reports have been thrust usonm fleld activities. 


| # Gigple solution hus veen surgested whercesys sFSG0 wlll utilize 
. 





eee fe tae chennel of communications for petroleum authere.© 

2s Waval ehipmedt of packacsd poetroleung products ketvesn 
Gepots and ateutions heave occurred when direct vendor-to-consumer 
Stipzents would have been shorter ond ¢climinsted backhaulea. Mra 
and the Jervices should umdertaks to establish regional soordinae 
tion of the B@eparvate 2ilitary services’ depots in the distribution 
et packaged petroleum products to prevert duplication and overs 


£ 


Lack of Coordination, «- M{sa nes abuuluts @uthority in 
oly one function «- procurement. Sid other Tunstions have 
nécesearily seen subordinaisd to & rois Of eoordinstion, The 
following two specific probiems illustrate the need for additional 
Sutnority to coomlinate functions thet will procuce grezter savings 
and etficlensy: 

dt. Current pregedures permit the Alec Yorge to arrange ites 
Own barge ani cosstali tanker ghipments of oulk petroleum without 
prior refarral to MPSA or the Military Traffic Nanasement agency. 
A@tion should ba taken to prevent instances of splitetanker sinis~ 
menta end crasshauling. 8 


2, A probiem in scomaunications exists because the inven- 


tory sontrol points of the separate militery serviees are not 
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Located togetner at MPSA Haadquarterm, ihe sray anu thse savy con 
P61 points are in washington, D. UV. sahey are not, isvever, under 
ihe same roof, tne air “force control point is logated at 
Middletown, Pennsylivanta.? Rear admiral satiu stated beforsa the 
House Subsommittee on Government Operations in hay 1955 in reply 
te & question congerning communication probiens affecting 
coordination: 
I will put it the other way. in an emergency, we 
have to coordinate very, very closely: hourly. For 
this, *e have & clowed olreult teietype. Luring the 
Mideast emerzoency we had a meeting vith the serviass 
every other Gay in ay office. if the inventory 
manazers were under the sue roof, as it hus heen 
Yrecomaended, that would sue an inprovement. 
I eannot get the space in ay own agency to entiaty 


wy presen. requirsments. iney tell me tiat when the 
State Department cullcing is finisted a year from naw 


that 2 cun pave more Space. and tie ormy tas Indicated 
that they vould move in under the same root and ¢o 
would the Navy. 
This wili accomplish only a minor improveiwent unless the 
Air force, whichis sy far the greatest user of petroleum producta, 
Shifts its location from Pennsylvania to washington, De Ue 
Personnel Staffing, e~ NPoA bas exverhensed some difficult 
isi obtaining qualified personnel. The suvstantial difference lin 
Wases Setveon industry and Government for Similar posaitions ad~ 
Versely affects the reccuitwent of trainad versonnel from civilian 
Sources. It tnoesrefore follows tast if the Asensy has to expand 
for emersency sonditionse, oniy certain quartermaater or supoly 


1% into the organisation 


iy 


Gfricere Of tie Blivary services could 


quickly and easily, fetroleun training and experience in civilian 
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42 
industry or in the military service would be ® prerequisite for 


certain key positions, ++ 


Lack of Authority and Accomplishments. -- The present 
petroleum supply system has worked well in peace and in limited 
emergencies, The system provides hish supply effectiveness, high 
stock turnover, and low operating inventories, Crosshauls and 
backhauls have been reduced considerably. ‘The weakness in the 
present system is its dependence on the desree and success of soe 
ordination attalned between MPSA and the military services. In 
comparison to other single marager assicnments, petroleum has no 
single individual who can be really considered the "commodity 
manager." The Assistant Secretary of Defense (Supply and 
Logistics) has pointed out that commendable progress has been 
made, but, weaknesses continue to exist in the flelds of require- 
ments review, pricing, local purcitiase policy, and single funding. 
Yet, tho Material Secretaries of the three allitary departments 
are satisfied with the current progress of MPSA to the extent that 
they do not desire the petroleum sinzle manager to receive addi-~ 
tional authority and responsibility corresponding to the other 
commodity single managers, +¢ 

Reduced Cost of Petroleum, -—- MPSA currently purchases 
over $1 billion worth of petroleum products annually. Centraliai 
this volume of procurement in one Agency helps the Government to 
buy at the lowest possibie cost. Froducts are generally purchased 


at prices below the commercial market level. For every price 





1itpid., pe 209. 


l2pepartment of Defense, Ev 
Petroleum Supply Agency, (Vashington: Decer 
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a) 

advantace of one mill per gallon, approximately $12 million is 
saved annually. ‘hile no detailed recorde of savings are available 
it is believed that millions of dollars in savings have acerued,+> 

Penefitea and Other Savings. -- The Agency has provided the 
military services with greater flexioility, particularly in the 
everseas areas. MPSA has been able to coordinate worldwide ship- 
ments by tankers in auch a manner as to reduce backhauls and oross- 
hauls, achievins more efficient and economical operations, 
Thousands of dollars are saved when a single uneconomical movement 
of product is avoided and the Agency, with the cooperation of the 
Military Sea Transportation Service, has avoided euch movements 
many tines, +4 

Standardization and Line Item Reduction. -=- Yhen MPSA was 
created, the catalog contained 1,552 line items and 22 new items 
have since been introduced. At present, there are 1,256 line items 
in the petroleum field. This constitutes a reduction of 602 items, 


equivalent to about one-third, +> 


Chapter VI will discuss the Armed Forees Supply Support 
center Studies which led to the recent establishment of two new 
commodity single manager aszencies -- responsible for General 


Supplies and Industrial Supplies. 





Luouse Subcommittee on Government Operstions, 


Hearings, 1959, pe 2il. 
1433 4 
15rpid. 
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GHAPTER VI 


ARMED FORCES SUPPLY SUPPORT CENTER STUDIES AND 
NEW GOMMODITY AGSNCIES 


CES CUPPLY SUPPORT CENTER (AP35¢ } 





Baci:zround. <-~ On June 23, 1958, the Secretary of Defense 
established the AFPSCC as a joint center of the military services. 
The relationships of the AFSSC within the Department of Hhefense 
and its organization is shown by Chart V on page 45. The purposes 
and objectives of the ArSSC are: 

le To provide the most effective and economical 

administration of certain common supply functions of 
the military services, 

2. To promote and coordinate integrated supply 

management among the military services concerned 
with common material, 

3. To develop means for the elimination of any 

undesirable inconsistency, duplication and over= 
lapping among supply operationa of the military 
semices, and for the elimination of any unnecessary 
administrative procedures, 

In addition to administering programs for catalozing, 
Standardization, ete,, the AFSSC je directed to make continuins 
6tudies and analyses of the operations of the military supoly 
Systems, paying particular attention to the commodity areas 


covered by Single Manager assalennentsa. 














a yee of patenne Directive 5154,14, Establishment. 
Ar 9) Support Center, (washing zton: June 23, 
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ARMED FORCES SUPPLY SUPPORT CENTER (AFSSC) 


Joint Secretaries 


Secretary of Defénte }--- Armed Forces Policy Council 











oint Chiefs of Sta‘ 


| : Materiel 
Joint Staff | ASD(S&L) F--- Secretaries! 


Council 
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of Navy 
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Air Force 
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AFSS COUNCIL 





Mr. Philip LeBoutillier, * Deputy ASD (S&L), 





Chairman 

Army - Maj. Gen. R. W, Colglazier, Jr, a Ciel 2ck- borhan 
Navy - R. Adm. J. W. Boundy 

MC - Brig. Gen. C. R. Allen 

AF - Maj. Gen. M. E. Bradley, Jr. 


Mr. Herman C, Hangen, Director, AFSSC 


Director - Mr. Herman C. Hangen 
Deputy Director - Brig. Gen. 1. L,. Allen, USA 


Analysis Staff 
Chief - Mr. J. Willard Babcock Chief - Col. J. R. De Luca, USAF 


| Cataloging Division Standardization Djvision Utilization Division 


Chief - Chief - Chief - 


Mr. W. F. Roberts Mr. John J. Dunn Capt. F. fF. Fallis,SC, USN 
Aeast. Chief - Asst. Chief - Asst. Chief - 


Mr. G. G. Brown Mr. Paul M. Boyland Mr. Paul M. Somerville 














) report about April 15, 1959 Revised April 6, 1959 


CHART V 
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Study Froject No. 59-2, -- In October 1958, the AFSSC was 
directed to study and make recommendations to provide for optimum 
management of general supplies within the Department of Defense. 


t 


In its broadest comnotation, the term "seneral suppliea”" is con- 
sidered to inciude the Yfoliowlng identifiable segments; 

adainistrative/housekeepinz equipment and supplies 

hand tools 

hardware and abrasives 

conetruction enuipnent and supplies 

automotive equinnent and auppliss 

electrical/electronic equipment and supplies 

other type soneral supplies 

The commodity segments initially selected for study were 
administrative/housekeeping equipment and supplies, and hand teols 
In Oetober 1959, the Director of AFSSC submitted a raport of 
findings, conclusions, and recommendations covering the "Manage- 


ment of General Supplies." 


Findings. ~= & quick sean of the following data, which is 
a@llesed to be on the conservative side, indicates that both 
commodity segments poasega the criteria of dollar value and 


commonality for management by a single manager.* 


Hand Tools Adnin/Housekeeping 
All lijlitary Services (¢ in million) (2 in miliion) 
Inventory (12/31/58) £105.8 8243.6 


saies (Fiecal Year 1959) 831.5 6211.2 











2nirecter of Armed Forces Supply Support Center Memo-~ 
randum, "“Manazement of General Supplies,” (ashington: October 13, 
1959), Inclosure, pp. 47, 
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Hand Tools Admin/ Housekeeping 
Military Services (j} An million) (2 in million) 

Procurement (FY 1959) 425.3 6901 
Total number of items 50,373 25,116 
Commonality (items used by 

two or more services )13,042 3,601 
Percentage of commonality 25.%% 14.3% 
Percentage of combined 

commonality 22% 


The findings nected & prevondcerance of reasons that preelud 
utilization of the General ‘Services Administration Systema for 


supply and manazenent of thece two commodity areas.’ 


Gonelusions, -- Consolidated manasement of various general 
Supply commodities is already in effect within each individual 
military service. Further consolidation could be ascomplished 
agrosa service lines with management Improvement, ‘avingsa could 
be realized in the distribution system throuzh a reduction in the 
eout of operatins inventory control points and depots and through 
&@ reduction in transportation expenses, CSiniler economies could 
be realized through inventory investments by a reduction in 
over-a11 system atock levels, & prompt utilization of longs supply 
and excess stocks, and @ reduction in number of items,” 

The AFSSC Study Project determined that material charace 
teristics anc management techniques for hardware and abrasives 
were closely similar to those of administrative/housekeeping 
Suppliea and hand tools, <Zven the dezree of commonality - 20% - 


Was comparable to the combined percentase of 22% noted above. 





PIbides YP: 12-14. 
AIbid.,» pp. 15-17. 
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AFSSC concluded thet it was feasible and appropriate to ossatablish 
a Single Manager for toth of these commodity segments without 
further study. It was noted that certain items having 
“enzineering-cssential” or “operational-essential” characteristics 
ap determined by technical and value judgment, should be coded 
for retention under individuai military service supply management, 

Other iteme which had neither a stated mobilization ree 
quirement nor an economical justification for centralized control 
could be dscentralized by the Cingle HManayer sho would direct 
tHeir atquisitiion from teneral Vervicss sdminietration (454) 
Stores Depots and from federal Suppiy schedules on a first priorit 
basis provided G84 agreed to render this support. if Gos did not 
G@eairs to support such items, the Single Manazer could direot 


procurement through local] commereial sources, 


Recommendations, -~- That the secretary of the Arny be 
designated Sinzie Manager for General Supplies with the Aageney to 
be located at the Army General Supplies Commodity Center in 
Richmond; and, that the vecretary of the havy be desisnated Single 
Manager for hardware and jibrasives with the Agency to be located 
at the Navy General Stores vupply office in Shiladelphia. 

Further, tbat both Gingle Manaser asulenmentse be scheduled to be) 
Gome fully overational on July 1, 1961 which would provide lead 
time for piannins, codinz of items, designing systems, and budgete 
ing. The AFS50 Study explained the nomination of the Army and 
Mavy on the basis of possessing aystems closely aligned to the 
@ommotities being assisned and on the basis of expleiting Single 


Maneazer experience and operating "know how." 





DIbide, PDPe 22-25, 


AQ 
COMMODITY wGnt0 List 









assiznments by Deoartment of Defense. -- Preliminary 
memorandum Sinsvle Manaser assi-:nments were made in November 1959 

to the Yecretaries of the army and Mavy for .lilitary #eneral 
mupplies and Military Industrial vcupplies respectively. The fully 
Operational effective dates will be in accordance with an approved 
time-phased schedule to be coordinated with the allitary departments 
Underlying this schedule is the availability of additional resources 
to finance the additive workload during this transitional period, 
The new Single anager assiznmente cause organizational realian- 
ments and additional workloads which have not sceen provided for 

in the fiseal Years 1960 or 1961 budset satagatew. ° 

Charter Directiverc for the new einzgle Manaser aesi snments 
Wili specify capitalization of a;:1 wholesale inventories o»ned by 
tne single Manaxers. <éinarcing of retall inventories villi be 


Optional with the individual military services. 


Other actions and Guidance. -=- Items affected oy the new 
Single Manager assisnments ‘hich are to be: retained by the 
military services; placed under the nev Ginszle Manager's cortrol; 


Oni, decentralized for acquisition from Gsa or commercial sources; 


A ts sss SSS 
, 


Wili be coded in accordance with management techniques anil criterta 


' #8pecified in the approved Defense Haterial sanavzement frogran for 


fFiseal Year 1960. ‘This coding will conform to uniform procedures 







jane echedulea.! 
| 
| SCassistant vecretary of Defense (Jupply and lozistics) 
|Menorandum, "Action on Recommendations, Ae’s°-0 Study Project 59-2, 
Report on the wManazement of Generali Supplies,” (vashington: 
December ll, 1959). 
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» Yorkine Group comrosed of members of 211 military 


lperrtces and the Office of the Secretary of Defense wlll develop 
plens and proposals for implementing a single integrated material 
distribution system for all single manager commodities ang for 
uniform operatinz procedures for all Single Aanarer azancles, 
Department of Defense suldance for the sorking Group apeciflad 
that proposals woulé be developed in acsordance «ith the following: 
lL. The facilities of all military services will be eone 
sidered in the develonpmeht of the integrated distribution systen. 
2. No attempt wiil be made to eetablish @ separate system 
of Genots to be used exclusively for the distribution of single 
manager commodities. | 
Target dates of Auguet 15 and December 31, 1960 were set 


Yor completion of proposals on the integrated distribution eystem 


and uniform operating preeeGuresn rebpectiveiye 
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CHaPrrann VIL 
SUMMATY AND CONCLUSIONS 


Aa one alternative to the proposed Fourth Service of 
Supply, the Department of Defense has undertaken 4 prozran of 
Single Manager. The questions are: To what extent has this aiter- 
native been satisfactory? Has it met the objectives of the 
Congress and the Hoover Commission? 

On the asset side of the ledger, eupply effectiveness for 
the Single Manager agencies compares favorably with service-maneged 
Supply systems, Frocurement processing time and delinquency rates 
have been reduced significantly. 

Single Managers have undertaken standardization prograns 
for the commodities which they manage and considerable prosrass 
in the reduction of items has been achleved. Notwithstanding, any 





praisal must consider to what extent are all military itens 
commone Although an exaot figure is difficult to determine, it 
has been estimated by the Department of Defense that only 14% of 
total items currently supplied are common. The future success of 


the Single Manager Program will depend upon the abllity to increase 


the degree of commonality. 
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Economies such as reductions in personnel and storage 
gspaces constitute an eatimated annual savings of ¢13.2 million. 
Other measurable one-time savinss, achieved primarily by inventory 
drawedowns, are equivalent to about (239 million. The sreatest, 
potential savings associated with the Single Manager Program, howe 
ever, are those arilsin:s, from the elimination of Interservice pro- 
curement competition, concurrent ocuylngs and sellinz, and the 
reduction of backhauls and crosshauls throush integrated diatribu- 
tion operations. These economies are not precisely measurable. 

On the liability side of the ledger is the wartime 
capability of Single Managers «-- seriouely impaired by the 
wulnerablility of their depots, the gravity of mobilization reserve 
Geficlencies, the lack of a workable syatem of applying mission 
priorities, and the cumbersome funding and accounting procedures. 
Many reise the question -- what good is it to have a system that 
works well in peacetime and saves money if it has deficiencies in 
terms of mobilization readiness and wartime capabilities which 
render it useless in time of war? 

It is true the Single Manager Depot System ia seriously 
Vulnerable, but this must be evaluated in perapective. It is no 
more vulnerable than many of the serviceemanazed depot syatems 
which store items at least as critical to combat as the single 
manager commodities, Before the Single Manager rrogram is cone 
demned for vulnerability, the service supply systems must be sube 


dected to the same test. The capability of the military to 


 Pecuperate and resume military operations following a nuclear 
|| attack 1s not limitea by the factor of vulnerability of the Single 


|| Manager Depot System. Other factors more likely to limit our 
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53 
gapability would be comaunications, transportation, and the vulner- 
ability of combat critical supplies in service-managed depot 
syvatems. 

Another serious deficiency is the shortase in mobilization 
reserve stocks. Here azain, while the Single Manager System is 
deficient, the service systems are likewise deficient. Nor does 
the Single Manager Syatem have any monopoly on cumbersome funding 
and accountings procedures, although there may be a greater degree 
ef complexity because of the interservice nature of single manager 
operations. This latter area is one where improvement ie under wa 
to Simplify and standardize procedures, 

Correction of the major deficiencies, to a larse extent, 
hinges upon the competition by priority programs for the limited 
avallable resources of the defense budcet. 


CONCLUSIONS 





An analysis of Commodity Single Manaser performance to 
date leads to the conclusion that it is effective as conpared to 
Bupply operations prior to the seatablishment of this system, 
Further, that worthwhile savings in storage space, payroll costs, 
inepection services, ané in procurement and distribution operations, 
have teen effected. It is also concluded that Single Manager 
Operations still need simplification, operational refinement, and 
procedural standardization, 

Hany of the objections that led to the recommendations of 
the Frourth Service of Supply appear to have been adequately met 
through establishment of the Single Manager Program. Thus, it is 
reasonable to expect that the deslres of the Congress and the 
Hoover Commission will be attained without emuntering the multi- 


tude of problems associated with the establishment of a Fourth 





Service of Supply. 
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One final word should be said about duplicate items in the 
supply systems of the military departments. There is opinion both 
within and outside the Department of Defense thst effective manage-~ 
ment of the military inventory is synonymous with elimination of 
duplications. Regardless of the merits of these opinions conceme- 
ing the management of common-use categories, the concentration on 
Guplications may have obscured the basic problem of managing a 
large inventory -- an inventory so large that even complete 
@limination of the duplication would not appreciably affect the 
investment. For example, it has been estimated that less than 20% 
of the annual procurement dollar is spent for these commnon-use 
items and that at any given time only about 5% of the dollar value 
of the inventory is made up of such items. There still remains, 
then, a multi-billion dollar inventory consisting of more than two 
million different items that must be managed by the military 
services, It does not, therefore, nold to establish Sinzle Manager 
control for each and every litem that is discovered to have common 
usage. 

If the iast ten years may be characterized as a period of 
experimentation in adapting business principles and techniques to 
military supply management, the next ten years should be viewed 
as @ period of consolidation am refinement. Upon the basis of the 
improvements already made, military supply managers should be able 
to record increased progress toward their goai of operating the 

| supply syatems at the lowest ultimate costs, consistent with main- 


| taining the security of the nation in a troubled world. 
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